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provide them with the 1
essential of services—th

of water and disposal of wast

water. We are trusted to ensure
our water is safe to drink

and our sj&tems are available

24 hours a day, every day of the
year. We are trusted to hefp our
coOmm Lmiﬁés 551'0\-\! by providing

critical infragtructure.



We take our commitment to
our communities very serioushy

After all, we also live here. Qur families
and friends live here. We are all very active
members of our communities (a5 yeu will see

throughout this annual report).

We work very hard to uphaold our communities’
trust, and for more than 100 years we have
succeeded. Last year was no different. We helped
to sustain our communities in Delaware—and in
Cecil County, Maryland, while delivering sound
retumns for our investors. We are very

proud of the results we achieved.

For more information about
Artesian Resources Corporation,
piease visit us at:

www. artesignresources, com




W

systems, 1o planning, buil .
wastewaier manag&ment s ysfems.

Because of our dedmatwn o cur wsramers, oir commffmenf
to quality, and our consistent financial per_fqrmance, Artésian
has flourished. It is the eighth largest investor-owned
wafer utility in the United States.




2011 Growth Highlights

Artesian made significant progress in
2011 toward achieving its strategic goals
for growth on the Delmarva Peninsula,
despite the continued lag in the
regional economy.

+ Completed the purchase of
several Cecil County-owned water
systems, including the Meadowview,
Highlands, Harbourview, Pine Hills
and Rotire 7 systems.

* Added 4 square miles of franchised
waler service area and 1 square mile of
franchised wastewater service area.

+ Icreased the size of our exclusive
water franchise area to 280 square
miles in Delaware and Maryland and
the size of our exclusive wastewater
franchise to 25 square miles.

2011 Financial Highlights

For the year ended December 31

* Added 2,307 participants to our
Water Service Line and Sewer Service
Tine Protection Plans.

* Filed a request with the Delaware
Public Service Commission (DEPSC)
in April 2011 to implement new water
rates; and received DEPSC approval in
January 2012 for rates providing for a
revenue increase of 11.13%.,

* Obtained approval from the
Maryland Public Service Commission
for new rates for the Mountain Hill
Water System.

* Invested $15.8 miflion in 2011 for
infrastructure and other improve-
ments, including the autornation of
meter-reading equipment to ensure
top-quality service for pur customers.

in millions except per share amounis 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002
Operating l;.;;;nues $65.07 $64.89 $60.91 $56.19  $5252 $48.59 | $452%  $39.58 $36.30 $34.6é
Operating Expenses 5133 5062 4727 4428 4076 3679 3464 2971 2777 2642
Operaling Income 1374 1427 1364 1191 1177 1180 1064 987 853 8.18
Net Income 6.75 762 7.26 642 6.26 6.07 5.04 440 392 417
&Etmmmepe}conmon . - e e . e e+
Share - Diluted 0.83 1.00 0.97 G.86 0.90 0.97 0.81% 072 0.64" 0.76*
Cash Dividend

Per Common Share 876 075 0.72 0.71 0.66 061 058 0585 053* 0.51%
RatemBase - 3198.42”‘ .;3“]94.;;;““ $197.58 $189.03 $174.83 3167.76 $];{3.04 $152.'2; “ 8131.56 %]—ESWH;

*Restated for the stack split effective May 30, 2006







Through earthquakes, hurricanes, floods and
a still struggling regional economy, Artesian
stood strong in 2011. In fact, we not only
persevered, we drove our business forward.

While weathering cverything that nature
could throw at us, we recorded the highest
revenues in our company's history; completed
an agreement that solidified our expansion
into Cecil County, Maryland, giving Artesian
the capability and capacity to provide water
service throughout the county’s growth corri-
dor; made significant investments to protect
the safety, quality and reliability of our system;
and launched new flexible payment programs
and other customer service enhancements.

Because of the strength of our business
fundamentals, we were able to achieve many
of our strategic goals.

We have a talented, experienced team of
managers and employees who have prepared
our company to operate well through nearly
any circumstance; we have a well-defined
strategic plan focused on “smart growth”;
and we understand and relish the unique
relationship we have with our communities
as a provider of essential services.

Stable, Consistent
Financial Performance

We increased our annual common stock
dividend not just once, but twice during the
year, first by 0.5% to $0.7608 per share and then
by an additional 1.5% to $0.7720 per share. Over
the last five years, we have increased our divi-
dend at a 3.85% average annualized rate.

Operating revenues grew to a record

$65.1 million in 2011, a small gain over the
$64.9 million in revenues reported in 2010.
Waler sales, which account for 88.5% of
revenue, grew by 1.6% due to the addition

of 1,500 customers in Cecil County; an
increase in bulk water sales to other water
providers; and a rate increase in Delaware.

However, in late summer we experienced
historic rains and flooding in Delaware and
Maryland as Hurricane Irene and Tropical
Storm Lee swept through the area, causing
evacuations and the temporary shutdown of
our Port Deposit, Maryland, water system.
As a result, we experienced lower per capita
demand for water, which reduced the effect
of the temporary rate increase.

The weather-related reduction in revenue,
combined with increased operating expenses,
limited our net income. Earings were

at a strong $6.7 million for the year, but

this was still 11.5% lower than the record net
income we generated in 2010. Likewise,
earnings per share slipped to $0.83.

o

* Rostaled for the stock spiit effective May 30, 2006




Sustaining Our Communities In 2011—as in every other year since our
founding in 1905—we worked hard to live

QOur relationship with the communities up to the trust that our communities

we serve is so important to all of us at have placed in us

Artesian that the theme of this report is i .
- - * The investments we made in Cecil County,
Sustaining Our Communilies. o
for example, address long-standing infra-

We understand that we have been structure issues and will enable the county
entrusted by the people of the Delmarva to not only attract new growth, but direct
Peninsula to provide them with the most it to those areas best suited for development.

essential of services—water and wasltewater

»

In Delaware, we invested $3.2 million to

management. Every time our customers turn enhance existing treatment facilities. The

on the tap, they rightly expect that water effort was noted by the American Water
will pour out and that it will be safe to drink. Works Association Chesapeake Section,
To ensure these seemingly simple things which named us the winner of the Best
requires a tremendous amount of planning, Tasting Water award for all of Delaware,
investment and expertise. Maryland, the District of Columbia and

parts of northern Virginia.

»

Because of our extensive planning and
the hard work of our employees, not a
single customer lost service when

Hurricane Irene swept across the area.

Our employees volunteered for
organizations throughout Delaware and
Cecil County and our first annual golf
tournament raised $20,000 for the Boys &
Girls Club of Elkton, Maryland.

We are very fortunate at Artesian to have
employees who love their work and care
about their communities. It shows in our
performance, in our decision-making, in
everything we do. And we are very proud
of what we have achieved together.

Left to right:

Artesian’s Rick Siraub, Kelly Cleary-Mitchell
and Jobn Difaio participated in the 2011 CD g é{
Defaware Mud Run. Twa Artesian feams M

raised over $1,580 for the Leukemia Research
Foundaiion of Delaware. (John also appears Dian C. Tayior
an the cover.}

Chair of the Board
President and CEC




Boys & Girls Club of Elkton
Gets Boost From Artesian

Gathering togeliter for a yreaf cause, our managsrs,
simployecs and partiers enfoyed Arlesian’s first
Anmital Golf Event in November. The 320,000 in
proceeds were donafed to the Boys & Girls Chi of
Elkton {in Cecil County, Maryland) for renovations
1o the cful’s location in Hie tawn. Onve the work is
complele, the Elkfon shapter will be abie fo open s
tloors and give local children a safe place lo partici-
pale in such pragrams as sports and fitness, arls
and erafts, and character and leadership fraining.

Etkton Town Commissianer Mary Jo Jablonski,
wha is also acting as ths interim
execeliva direclor of the Flklon
Bays & Girls Club, said,

“The site is a home donated hy
a retired leacher who wanted
Elklan kids to have a place to
stay alter schoal. Arfesian’s kind
donation will help us finish aif
renavatigns. | am really excited
that the golf fournament will he
an annual gvent, cantinuing

support for a local cause, "

“We're proud of our associatipn
with the Bops & Girfs Cluh, ” said Dian Taplor,
Chair, President and CEQ of Artesian Resources.
“Artesian worked hard fo make this event a
suecess, and we look forward fo conlinving ta be 2
presence in Cecil County. It's going 1o have a real

impact on children in the Etcfon area.”




Annual Production .............. 7.5 billion gallon:

48 Average Cost Per Day

for Residential Water Service .

Miles of Matn .ooeeiiiiines

Active Wells o e e cerevesans 187




Part of the responsibility we have to

our customers is to atiract the investors who
fund our infrastructure. Artesian’s consistent
excellence enabled the Company to attract
new investors in 2011. Last summer, the
Company completed an underwritten public
offering of 888,290 shares of its common stock.

Our goal is to manage Artesian efficiently,
grow profitably and generate stable, solid
returns for our investors. Our time-tested
strategy for achieving this goal is to provide
high-quality, reliable service to our customers
while extending our operations across the

Delmarva Peninsula.

We have realized great success from
implementing this strategy. In the last 10
years, our operating revenue and net income
have grown significantly. We have continu-

ously increased our dividends to investors.

For the last several years, we have taken
advantage of the slowdown in the regional
economy to invest in our infrastructure and
expand into new areas and businesses that
will enable our company to grow quickly
when the economy rebounds. This is an
extension of the strategy we have employed
over the last 20 years.

We do not grow for the sake of growth.

We target geographic markets we know very
well, so that we can focus our resources on
areas poised for imminent growth. We

avoid speculative growth investments.

Our strategy has enabled us to triple the size
of our combined franchised water and

wastewater service areas since 1993.
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Cecil County, Maryland, provides an
example of our strategy in action. For years,
Artesian has been investing in Cecil County
water assets and infrastructure. In 2011, we
completed the purchase of several county-
owned water systems. Artesian now has the
capabilily and capacity to provide water
service throughout the county’s growth
corridor. This is particularly significant
because new businesses and thousands of
residents are expected to move to Cecil County
as a result of the decision by the federal Base
Realignment and Closure Commission (BRAC)

to consolidate some U.S. Army functions at

the nearby Aberdeen Proving Ground.

We are already benefiting from heightened
commercial and residential growth in
Middletown, Delaware, where we operate
the town’s 2.5 million-gallon-per-day waste-
water facility. Middletown is becoming a
regional economic hub and location of
choice for corporations. In the next few
years, the town will add 1,700 jobs as
Amazon.com builds a new distribution
center, Johnson Controls expands, and
Christiana Care and HealthSouth Rehabili-

tation build new lLealthcare facilities.

Even though Delaware as a whole grew
modestly in 2011, our revenues increased
throughout the year. In April 2011, we filed
a request with the Delaware Public Service
Commission (DEPSC) to implement new
water rates. In June and later in November,
we put temporary rate increases in place
while the DEPSC considered our request.
In January 2012, we received approval to
implement a permanent 11.13% increase in
our rates and the opportunity to earn a
return on equity of 10.0%. We also received
approval to convert from quarterly to

monthly customer bilfing,

Our most popular non-utility product
continues to be our Water and Sewer
Service Line Protection Plans. In 2011, the
plans generated $2.1 million in revenues.
The plans cover repairs of participating
customers’ water or sewer service lines
should the lines break, leak or become
dogged. Nearly 25% of our eligible

customers participate in the Water



Service Line Protection Plan and about 14%
participate in the Sewer Service Line Protection
Plan, amounting to a combined total of about
26,200 participants. Last yvear was our first full
year of marketing the services outside our
customer base. As of December 31, 2011,
more than 700 non-Artesian utility customer
participants had signed up for coverage under

one of the plans.

Municipalities and developers continue to turn
to Artesian for our experience in designing,
building and operating water and wastewater
systems. Artesian has 23 contracts with private
and governmental institutions, including
agreements to provide water to, or operate
water or wastewater systems for, Chesapeake
City, Elkton and Charlestown in Maryland;
and Middletown, Clayton, Georgetown,
Odessa, City of New Castle, Delaware City

and Dagsboro in Delaware.

We continue to research and refine
environmentally sensitive water recycling
concepts through our newly created Artesian
Water Recycling Partnership (AWRP). Such
solutions will be in high demand as the
Delmarva Peninsula struggles to meet new
discharge requirements for the Chesapeake
Bay. Our first AWRP project in Middletown,
Delaware, is saving nearly 3 million gallons of
water per day and has increased the capacity
of the town’s wastewater system. Thatl project
was hailed by the Water Resources Association
(WRA) of the Delaware River Basin, which
named Artesian Resources the recipient of

its 2011 Government Award.

Top Photo:

Arlesian’s Dean Hagans belps customers fearn about waler conservation
during Fix a Leak Week, which is organized by the fadetral Environmeniaf
Prolgetion Agency {EPA). Anlesian is an EPA WalerSense Partner.

Boitom pholo, left to right;

Artesian’s Brian Carbaugh, DNREC's Marlene Bausl, DNREC's secrelary
Colin D'Mara and Ken Branner, Mayor of Middiefown, receive the 2011
Government Award al the Waler Resources Association Awards Banguet.

1
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In fate summer af 2011 we were hil by the

and we are proud to regor that our emergency pl:
to perfection. Our customers had 4Wé!er; and waste}yqfer

service when they needed il.

We thank our many employees who worked nearly n't_an-stap L
during these emergencies to ensure continvous service h

for our communities and customers.




Helping
Commuaities Grow

Beyond consistently improving our
existing infrastructure, we have also
invested to help our communities grow.
When the U.S. Army announced that it
would consolidate certain operations at its
base outside Aberdeen, Maryland, nearby
Cecil County stood to gain from the new
businesses and thousands of new residents
who were expected to arrive to support

the base’s expansion.

However, an analysis of the county’s
readiness for growth found that critical
infrastructure, including water service,
was unavailable in its designated growth
area. Artesian recognized the need and
the opportuniiy and began investing in
infrastructure to ensure adequate water
supplies in the growth area. With our
purchase of water systems from Cecil
County completed in 2011, we can now
provide water service in the growth area,
enabling the county to attract and

guide growth.

which wil enable he Company to rovide wa
service tl)raugﬁ':'zq_!'_f_f_ié'_'éauf;'_ry*é'_desig"qéred '
growth area.” =~ -

Over the last several years, Artesian has
stepped up to inves! millions of doliars in

Cecif County to address the community’s press-
ing need for waler infrastructure. The lack of a
reliable water supply was cited in the 2007
Cecil County Growth Study as a primary
challenge to the couniy's abilily to complete the
gconomit develapment of its growth corridor.
This was especially fraubiing because the
coinly was expecling new residenls and busi-
nesses lo locale there as a result of a decision
by the Base Realignment and Closire
Commission (BRAC).

As par! of the BRAC program, the U.S. Army
decided lo cansolidale some operations al ifs
Aberdeen Praving Ground {APG), which is a few
mifes fram Cecil Counly. The cansolidalion
means 10,008 new jobs af the sife. Construction
of millions of square feel of new office space

is under way at APG.

Al the western end of the growth corridor,
Artesian purchased in November 2010 the water
system and assels of the lewn of Port Deposit,
including access to the Susquehanna River as a
waler supply. Al the eastarn end of the corridor,
Artesian builf an interconnection in 2009
between its Delaware water utility subsidiary
and the town of Elkton. Artesian alsa invested in
System upgrades lo ensure the inlerconnection
could provide sufficient capacily to serve Cecil
County's growth corridor as it develops.

13
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Top photo:

Ariesian's Jennifer Finch and her soa, Jared, joined other
Artesian voluntesrs ai tha 2011 Christing River Watershed
Cleanup. Arlesian has supported the event as a major spoasor for
the fast 20 years to help increase awarengss of the impertance of
prolecting our walershed.

Bottom photo:

Anesian's Jessica Nichols foined many other Artesian volunteers
in this year’s Avopt-a-Highway Cleanup Program. Their efforts
resulted in many miles of cleaner roadways in Delaware.

Safety Is Our
Primary Concern

Qur infrastructure investments not only
guarantee access and reliability, but also
help ensure safe water for our customers.
We get most of our water from deep
groundwater wells thal use the natural
filtering capability of the aquifer to remove
potentially harmful substances. But we also
have invested in advanced treatment
systems and processes, which require a

heightened level of staff expertise.

As a result, we are in full compliance with
the Safe Drinking Water Act. Additionally,
our waler meets the requirements of the
Delaware Division of Public Health,

the Delaware Department of Natural
Resources and Environmental Conirol,
and the Maryland Department of the
Environment. And, of course, our water is
not just safe, it is the best tasting in all of
Delaware, Maryland, the District of
Columbia and parts of northern Virginia,
according to the American Water Works

Association Chesapeake Section

At Your Service

We have invested in system upgrades that
will enable us to continue to provide our
customers with superior service. In that regard,
we invested $2.9 million in 2071 to upgrade
and automate our meter-reading equipment.
The new meters will enable Artesian to

transition to monthly billing in 2012.

9



Monthly billing was a top request from
customers, along with e-billing, which
Artesian launched in 2011. The Company’s
free and secure e-billing service enables
customers to view, print and pay their

water and wastewater bills online.

We operate efficiently—our water service
costs just $1.57 per day for our average
residential customer. With that $1.57, we
provide safe, reliable water and wastewater
services, invest in the infrastructures of our
communities, generate sound returns that
allow us to increase dividends for our
shareholders, and hirc the very best

people possible.

Employing the Fest

From our experienced engineering staff

to our plant operators to our customer
service team, we employ peaple who care
aboult our customers and take great pride in
the quality of the work they do each day.
John DiMaio, Mike Petro and Chris Petrucci
of Artesian’s Transmission and Distribution
Department are terrific examples of our
employees. The three, whose combined
service with the Company exceeds

34 years, were recognized by Miss Utility

of Delmarva for their perfect underground
utility mark-out record for 2010. It was
John's second consecutive year of

being recognized.

Top photo:

Arlesian’s Rodney Wyall pariicipaled in ABC’s Extreme Makegver
1o help a family in Sussex Counly. Rodney was insirumental in
organizing velunieers and gathering donaled materials to build
an on-site seplic systom for the family. (Radney also appears

on the cover.)

Bsttom phote:

Artesian’s Mike Pelro, John DiMals, and Chris Petrucci were
recognized by Miss Ulitity of Delmarva for the greal job they do
loealing underground ulility lines.

15



Top phote:
Artasian employees and their famifies participate In
Agua Aerobics as part of the Arlesian Wellness Program.

Bottom photo:

Arlesian’s Lauren Truitl donates bload al our on-sile
Bigod Bank of Delaware blood drive. She was joined by
many ofher Arlesian donors al fwo such evenls held
onsite annually. {Lauren gise appears on the cover.)

We strive to provide a work environment
where people like John, Mike and Chris
can succeed. One way we do this is by
offering an expanded wellness program.
Our employee-led wellness committee has
developed a program designed to help
fellow employees consider positive changes

to health, eating and exercise habits.

We Volunieor in
Cur Communities

It is no surprise to anyone at Artesian

that our employees are actively involved in
our communities. Artesian employs people
who enjoy working with others, and the
Company supports and encourages their
volunteer activities. Following are just

a few examples of our community

involvement last year:

» Artesian sponsored its first annual
golf tournament, through which it raised
$20,000 for the Boys & Girls Club of
Elkton, Maryland.

* For the 20th consecutive year,
Artesian sponsored and volunteered
in the Christina River Watershed
Cleanup. In 2010, this event Teceived
the Governor’s Quistanding Volunteer

Award for the Environment.

» Artesian volunteers have won the Blood
Bank of Delmarva’s Suminer Blood

Challenge in four of the past five years.




= Artesian volunteers were involved
throughout the year in countless other
activities, including the Food Bank
of Delaware Super Food Drive,
the Salvation Army Christinas
Angel Tree Program, Christmas in
April*Cecil County, and several

walks and runs.

» We visited 22 different schools in
Delaware and Maryland during
2011, presenting water conservation

information to over 1,300 students.

Unfinished Business

While we achieved a great deal in 2011,
our work on behalf of our cormnmunities
is never done. Providing superior service
to our customers, safeguarding and
enhancing our infrastructure, and
serving the interests of our shareholders
are tasks that we can never check off

as “completed.” In attending to these
priorities, we have created a strong
platform for further expansion, and we
have formed positive relationships with
investors, regulators, municipalities,

developers and customers.

At Artesian, we are fulfilling our
commitments to our communities—
and we will continue to fulfill

them every day.

fop pholo:

Artesian's Joanne Rulft educates school children aboul
ihe cycle of waler using lire "Enviraseape”. Joanne shared
canservalion Infarmation and imporiant waler facls with
morg than 1,300 stodenls in 2011,

Botiom phofo:

Artesian’s Mascats, Ariis and Squirt, brough! our waler
conservalion message {6 the Middietown Poach Festival,
Our floal won first place in the Peach Parade,

17




White Clay Creek Country (;ilu.b_'x

777 Drelaware Park Boulevard

Witmington, Delaware 19804
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Shareholder Inquiries

Sharcholder inquiries regarding

Class A Non-Voting Common Stock
accounts, including transfer requirements,
lost certificates and dividend payments,
should be directed to:

Registrar and Transfer Company
10 Comunerce Drive

Cranford, New Jersey 07016-3572
(800} 368-5948

wivw.rfco.com

Shareholder inquiries regarding Class B
Commen Steck accounts, including transfer
requirements, lost certificates, dividend
payments and requests for investment
materials, should be directed to:

Nicholle R. Taylor, Vice President
Artestan Resources Corporation
P:O. Box 15004

Wilmington, Delaware 19850
(302) 453-6%00 {800} 332-5114
ntayler@artesianwater.com

Dividend Reinvestment and
Stock Purchase Plan

The holders of record of the Company’s

Class A Non-Voting Common Stock are eligible
to participate in the Dividend Reinvestment
Plan. The plan provides for the direct purchase
of Class A Non-Voting Comunon Stock through
reinvestment of dividends and/or optional cash
payments without any fees. To obtain a copy

of the plan prospectus, contact either Registrar
and Transfer Company or Artesian directly.

Projected 2012 Dividend Dates

{Subject to He approval of the Artesinn Resoutces
Corporation Board of Directors)

Quarter  Record Date Payment Date
1st February 9, 2012 February 22, 2012
2nd May 9, 2012 May 22, 2012
3rd August 13, 2012 August 22, 2012
4th November 12, 2012 November 21, 2012
CAUTIONARY NOTE ON

FORWARD-LOOKING STATEMENTS

All statements other Hhan historical facts
are forward-looking and actual results
may differ materially from those pro-
jected, anticipated or implied. Please refer
to [tem 1TA-Risk Factors of the Company's
Annual Report on Form 10-K for the year
ended Uecember 31, 2011 for a description
of the substaniial risks and uncertainties
related to the forward looking statements
inchuded in this Annual Report. Past
performance of Artesian’s Common Stock

is not predictive of future returns.

i9




Officers

(Top row, Icft 1o right)

Dian C. Taylor

President and Chief Executive Officer,

Artesian Resources Corporation & Subsidiaries

David B. Spacht
Chief FBnandial Officer & Treasurer,
Artesian Resources Corporation & Subsidiaries

John M. Thaeder
Senibr:\fice President,

" Artesian Water Corapany, Inc,,
Artesian Water Pennsylvania, Inc,
Artesian Water Maryland, Ine.,

Artesizn Wastewater Management, Inc,,
Ariesian Utility Development, Inc.,
Artesian Consulting Engineers, Inc,,
Artesian Wastewater Maryland, Inc.

Joseph A. DiNunzio, CPA

Executive Vice President & Corporate Secretary,
Artesian Resources Corporation & Subsidiaries

{Bottom row left o right}

Bruce P Kraeuter, P E.

Senjor Vice President,

Artesian Water Company, Inc.,

Artesian Water Pennsylvania, Inc,,
Artesian Water Maryland, Inc,,
Artesian Wastewater Management, Inc.,
Artesian Wastewater Maryland, Inc,
Artesian Utility Development, Inc.

Nicholle R. Taylor

Vice President,

Artasian Resources Corporation & Subsidiaries
John J. Schrepplex IL, Esq.

Vice President, Assistant Secretary

& Generat Counsel,

Artesian Resources Corpuration & Subsidiaries

jennifer L. Finck, CPA

Vice President & Assistant Treasurer,
Artesian Resources Corporation & Subsidiaries




